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Is Oil Nearing a Production Crisis?

There wos fresh speculation this
week that U.S. oil production may hit
v peak in the next 10 years or so,
and then begin a gradual decline. I
so, the effect on every phase of the
domestic oil industry will be pro-
found.

Exploration, drilling, and produc-
tion obviously would feel the impact.
1t would mean drilling more wells,
drilling them deeper and at greater
nisk. It would mean more emphasis on
all forms of sccondary recovery in an
cffort to wrest all the oil possible from
a given formation. It would mean in-
creasing competition from foreign oil
and from other fuel sources.

Refining would be affected, too.
Processors would have a smaller supply
of domestic crude—and probably at
higher costs because of the growing
expense of finding and producing oil.
A dimimishing supply of domestic
crude could mean greater dependence
on foreign sources, or it could mean
increased efforts to bring oil from shale
and coal into the competitive picture.

Transportation and marketing would
also face a major adjustment period to
nicet the demands of the new situa-
tion. Eventually, for example, there
could be end-use restrictions on oil to
conserve it for specific purposes.

In the long run, it would mean that
the oil industry would undergo a
gradual metamorphosis, eventually
becoming an over-all energy indus-
try—with coal, shale oil, and perhaps
even nuclear energy as sources of
supply to supplement crude oil.

There have been, in the past. many
nicdictions that this nation was begin-
g to run out of oil. Fach time, new
discoveries soon made these predic-
tiony wrong, and the nation’s reserves
bve continued to grow.

The  forecasters now aren’t  pre-
dicting doom or gloom. What thev
ar¢ doing is pointing out that if the
best of current estimates are anvwhere
baar - correct, production is nearing
ity maximum.

Recent statements by four indi-

vidua! industry experts and from an-

APl committee all underline the in-

Cl:‘(acsing problem of finding enough
oil.

Flieir opinjons, together with simi-
bir views expressed with growing fre-
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U. S. CRUDE PRODUCTION is continuing to rise steadily, but the rise is slowing, and
some experts fear the peak may be only a decade or so away.

quency, point to a consensus that a
turning point in domestic production
is going to come in the not-too-dis-
tant future.

A prominent Texas geologist pre-
dicted last week that the upward
spiral of U. S. production may end
about 1965, to be followed by a de-
crease of from 5%, to 109, a year
thereafter.

The geologist is M. King [Mubbert,
chief geologv consultant for Shell De-
velopment Co. He presented his views
—based oa long and careful research
—at the spring mecting in San ‘An-
tonio of the production division of
the . American Petroleum Institute’s
Southern District.

His projection of the future pro-
duction curve does not differ greatly
from one presented: in January by
the petroleum department of the
Chase Manhattan Bank (PW—-jan.
27°56,p9 ;. »

The bank’s computation shows that
the peak of domestic crude oil pro-
duction may be reached 1 the decade
of 1963-1G75. _

Hubbert ssid: “According to the
best currently available mfoonation,
the production of petroleunt aind nat-
ural gas on a world scale will prabably
pass its climax within half a cen-
tury, while for both the United States
and for Texas, the peaks of production

may be expected to occur within the
next 10 or 15 vears.” (chart, above).

He said this raises grave policy
questions with regard to the future
of the petroleum industry. “It need
not be emphasized that there is a
vast difference between the running
of an industry whose annual produc-
tion can-be depended upon to increase
on the average of 5% to 10% a vear
aud one whose output can be de-
pended upon to decline at that rate.”
he said.

Hubbert emphasized that this does
not mean this nation will become
destitute of crude oil and natural gas.

“Alrcady a deficit exists between
domestic consumption and production
of pctroleum and its products, and
this deficit is being made up by im-
ports which already amount to about
20% of domestic production and are
continuously increasing,” he said.

“This deficit of domestic produc-
tion with respect to requirements can
only be expected to increase. How-
ever, the supplies of oil in Venczuch
and those in the Middle East arc
sufficient tu supply all additional do-
mestic requirements for at least several
decades.”

Hubbert bases bis predictions on
estimates of ultimaie potential world
production of 1¥-trillion bbl. Of this,
the UL S. ultimate potential would be
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150-billion bbi., including wl  aas
alrcadv beew produced wnd what ap-
pears to remain.

For Texas, 60-billion bbl. 15 given
as the ultimate potential reserve. Of
this. 20-billion bbl. have already beeu
produced. lcaving  about 40-billion
bbl. for the futurt.

“Assuming that these estimates arce
even approximately correet.” Hubbert
said. “The production of both oil
and gas in Texas are duc to rcach
their culmination within a fow vears

cof 1965, after which there will foltow
a sharp decline.”

Even if the ultimate U. S. poten-
tial turns out to be 200-billion bbl.,
mstead of the 150-billion bbl. on
which Hubbert based his prediction
of a 1965 production peak, the over-
all picture that he paints would not
be greatly changed. The peak of pro-
duction would be delaved only a fow
vears—perhaps to 1970,

Hubbert said current estimates on
offshore o1l reserves total about 17-
billion bbl., but that he had increased
that to 20-billion bbl in making his
projections.

Offshore oil may become a tre-
mendous boon to U. S. production,
but it faces big cost problems, a
top major oil company official told
Houston geologists this week.

Ira Cram, senior vice-president of
Continental Qil Co., said there has
been a “phenomenal” discovery rec-
ord. But he wamed that operators
offshore have no gravy train, because
of the high cost factors involved.

Unless cheaper ways of finding oil

A TEXAS GEOLOGIST, M. King Hub-
bert, thinks the period of dedlining rate of
discovery has alinost arrived.

offshore are developed, the il will uc
be compctitive with oil clsewhere in
the world, he said.

Cram “guessed” that offshore re-
scrves probably total about 10-billion
bbl. off Louisiana and another 3-bil-
lion bbl. off the Texas coast. He did
not give figures on other offshore
areas.

Another industry expert predicts
that by 1960 the industry will have
found about half the recoverable oil
reserves in the U. S.—and that find-
ing the second half will be much
harder and will take longer.

This view is that of J. H. Murrcll
of De¢ Golver & MacNaughton, Dallas
cousultants. He spoke to members
of the Socicty of Exploration Geo-
physicists at their annual midwestern
meeting m Ft. Worth last week.

Ilis estimate of 100-billion bbl. of
total rccoverable reserves by 1960 is
higher than those of most other econo-
mists and authorities, who peg the
figure at around 83.5-billion bbl. by
that date.

Murrell raises this figure because of
past experience, in which actual pro-
duction has far surpassed earlier csti-
mates of reserves.

Even so, Murrell feels that produc-
crs face tougher times ahead. He noted
that the oil industrv has spent four
times as much on exploration in the
past 10 vears than it did in the 10
vears previous. And that the cost of
producing a barrel of oil has risen
from 40¢ in 1934-44 to $1.13 in 1944-
S+—-an increase of almost 200% dur-
ing a 10-vear period.

A TULSA CONSULTANT, A. 1. Levor-
sen, says the industry must find 100-bil-
lion barrels of oil by 1980.

He called attention to another
important factor: Oil fields dis-
covered in recent years aren't as pro-
ductive as fields found earlier.

[He savs that, while our exploration
cfforts are better, and thousands morc
otl pools have been discovered, the
unportant thing is that the older
ficlds of 10 vears, 15 vears, or cven
25 vears of age are carrying more of
the load of total daily U. S. produc-
tion.

These older fields, through sccon-
darv recovery, revivals, deeper drilling,
fracturing, and other methods arc
stepping up their production, while
the newer fields—which should bce
producing at their peak—are dropping
off.

Formerly, he says, 1,000 fields in
this country would have produced
what 10,000 of the newer, smaller
fields vield today.

A Tulsa geology consultant fore-
sees a need for finding 100-billion
bbl. more oil by 1980 in order to
meet oil demands.

He 15 A. 1. Levorsen, who prepared
a paper on “Geological Outlook” for
presentation at the Ft. Worth meet-
ing of SEG. Because he is on a busi-
ness trip to India, his paper was read
by Stanlev Wilcox, of Seismograph
Service Corp., Tulsa.

Levorsen savs the minimum esti-
mated demand for petroleum in the
U. S. will be at least twice our present
consumption within the next 30 years,
and that.if we can not find the nce-
essary 100-billion bbl. to add to. our re-
coverable reserves by that time, morc .
oil will have to be imported. That,
he savs, would be dangerous for this
nation in an emcrgency because for-
cign sources of supply would be vul-
nerable.

Ile does not thiuk, however, that
there is any cause for alarm that we
are running out of good hunting
grounds for oil in this country.

He urged that all geological and
geophysical data of older areas be
released by the various individual
companies for cooperative study.

In his opmion, valuable data now
under guard i company vaults would,
if rcleased for multiple study by all,
probably result in the discovery of
a lot more oil—oil previously passed
up because of improper nterpretation
of ficld data.

AP|, releasing its annual report on
reserves this week, noted that the
1955 additions to proved reserves
were "a far cry from the immediate
postwar years, when they exceeded
a billion or more barrels on ot least
six occasions." I‘or details on API's re-
port, sce story on page 11. ‘




